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This section of the FEDERAL REGISTER
contains regulatory documents having general
applicability and legal effect, most of which
are keyed to and codified in the Code of
Federal Regulations, which is published under
50 titles pursuant to 44 U.S.C. 1510.

The Code of Federal Regulations is sold by
the Superintendent of Documents. Prices of
new books are listed in the first FEDERAL
REGISTER issue of each week.

FARM CREDIT ADMINISTRATION
5 CFR Part 4101

12 CFR Part 601
RIN 3052-AB50, 3209-AA15

Supplemental Standards of Ethical
Conduct for Employees of the Farm
Credit Administration

AGENCY: Farm Credit Administration.
ACTION: Final rule.

SUMMARY: The Farm Credit
Administration (FCA) Board adopts as
final an interim rule which supplements
the Standards of Ethical Conduct for
Employees of the Executive Branch
(Executive Branch-wide Standards)
issued by the Office of Government
Ethics (OGE). The final rule is a
necessary supplement to the Executive
Branch-wide Standards because it
addresses ethical issues unique to FCA
programs and operations. The final rule
also repeals the FCA'’s current
regulation on these subjects and
replaces them with a single section that
provides cross-references to the
Executive Branch-wide Standards and
financial disclosure regulations, as well
as these new supplemental regulations.
EFFECTIVE DATE: September 13, 1995.
FOR FURTHER INFORMATION CONTACT:

Eric Howard, Policy Analyst, Regulation
Development, Office of Examination,
Farm Credit Administration, McLean,
VA 22102-5090, (703) 883-4498,
or
Wendy R. Laguarda, Senior Attorney
and Deputy Ethics Official, Office of
General Counsel, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4234, TDD (703) 883—
4444,

SUPPLEMENTARY INFORMATION: On June

12, 1995, the FCA published an interim

rule (60 FR 30778) and requested public

comments thereon. The interim rule

established regulations imposing
prohibitions on the ownership of certain
financial interests; prohibitions on
certain forms of borrowing and
extensions of credit; limitations on
purchases of assets owned by Farm
Credit System institutions,
conservatorship or receivership assets,
or certain assets held by the Farm Credit
System Insurance Corporation;
restrictions arising from the
employment of relatives; a prohibition
against involvement in Farm Credit
System board member elections; and
restrictions on outside employment and
business activities. The interim rule also
amended 12 CFR part 601 by removing
8§8601.100-601.102. A new §601.100
was added to provide a cross-reference
to the FCA'’s supplemental ethical
conduct regulation, codified at 5 CFR
part 4101, and the Executive Branch-
wide financial disclosure and standards
of ethical conduct regulations at 5 CFR
parts 2634 and 2635.

The FCA received no comments on
the interim rule. Accordingly, the FCA
Board adopts the interim rule adding 5
CFR part 4101 and amending 12 CFR
part 601 which was published at 60 FR
30778 on June 12, 1995, as a final rule
without change.

List of Subjects
5 CFR Part 4101

Conflicts of interests, Government
employees.

12 CFR Part 601
Conflicts of interests.
Dated: August 31, 1995.
Floyd Fithian,
Secretary, Farm Credit Administration Board.

[FR Doc. 95-22610 Filed 9-12-95; 8:45 am]
BILLING CODE 6705-01-P

DEPARTMENT OF AGRICULTURE
Office of the Secretary
7 CFR Part 6

Dairy Tariff-Rate Import Quota
Licensing

AGENCY: Office of the Secretary, USDA.
ACTION: Interim rule.

SUMMARY: This rule amends Import
Regulation 1, Revision 7 which governs
the administration of the import

licensing system for certain dairy
products. A license qualifies imports of
certain dairy products for entry at the
in-quota tariff rates established in the
Harmonized Tariff Schedule of the
United States (HTS). This rule
implements the Uruguay Round
Agreements Market access concessions.

DATES: This interim rule will be
effective upon September 13, 1995.
Comments should be submitted on or
before October 30, 1995 to be assured of
consideration.

ADDRESSES: Comments should be sent to
the Dairy Import Quota Manager, Import
Policies and Programs Division, AG Box
1021, Foreign Agricultural Service, U.S.
Department of Agriculture, 14th and
Independence Avenue, S.W.,
Washington, D.C. 20250-1021. All
comments received will be available for
public inspection in room 5541-S at the
above address.

FOR FURTHER INFORMATION CONTACT:
Richard Warsack, Import Programs
Group, Import Policies and Programs
Division, AG Box 1021, Foreign
Agricultural Service, U.S. Department of
Agriculture, 14th and Independence
Avenue, S.W., Washington, D.C. 20250
1021, or telephone (202) 720-2916.

SUPPLEMENTARY INFORMATION:
Executive Order 12866

This interim rule is issued in
conformance with Executive Order
12866. It has been determined to be
significant for the purposes of E.O.
12866 and, therefore, has been reviewed
by the Office of Management and
Budget (OMB).

Regulatory Flexibility Act

It has been determined that the
Regulatory Flexibility Act is not
applicable to this interim rule since the
Office of the Secretary is not required by
5 U.S.C. 553 or any other provision of
law to publish a notice of proposed
rulemaking with respect to the subject
matter of this rule.

Executive Order 12372

This program is not subject to the
provisions of Executive Order 12372,
which requires intergovernmental
consultation with State and local
officials. See notice related to 7 CFR
part 3015, subpart V, published at 48 FR
29115 (June 24, 1983).
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Environmental Evaluation

It has been determined by an
environmental evaluation that this
action will not have a significant impact
on the quality of the human
environment. Therefore, neither an
Environmental Assessment nor an
Environmental Impact Statement is
needed.

Paperwork Reduction Act

This information collection for this
interim rule was approved by the Office
of Management and Budget (OMB)
pursuant to the Paperwork Reduction
Act of 1980 (44 U.S.C. 3501 et seq.),
under OMB control number 0551-0001,
expiring June 30, 1997.

Executive Order 12778

This interim rule has been reviewed
under Executive Order 12778. The
provisions of this interim rule would
have preemptive effect with respect to
any state or local laws, regulations, or
policies which conflict with such
provisions or which otherwise impede
their full implementation. The interim
rule would not have retroactive effect.

Background

This interim rule amends Import
Regulation 1, Revision 7 (“‘Revision 77),
7 CFR Part 6, which prescribes a system
for licensing importation of certain
articles of dairy products which are
subject to tariff-rate quotas. Importers
who hold licenses issued pursuant to
Revision 7 may enter these articles at
the applicable lower in-quota tariff rate;
importers without license may enter
these articles, but are required to pay
duty at the applicable higher over-quota
rate.

Tariff-rate quotas for certain articles of
dairy products resulted from the
Uruguay Round negotiations, and have
been proclaimed in the Harmonized
Tariff System of the United States
(““HTS”’). This interim rule is authorized
by sections 103 and 404 of the Uruguay
Round Agreements Act, and the notes to
Chapter 4 and General Note 15 of the
HTS.

In the Uruguay Round negotiations,
the United States agreed to liberalize
access to the U.S. market for imports of
certain articles of dairy products. The
United States agreed to convert the prior
system of absolute quotas to a system of
tariff-rate quotas. The United States also
committed to increase, each year over a
six-year period, the quantities of those
articles that would be eligible for the
lower in-quota rate of duty beyond the
amounts that had been permitted to
enter under the prior absolute quota
system. Finally, the United States
agreed to allocate those increased

quantities among specified supplier
countries.

The United States agreed to
implement these commitments as of the
dates on which the various supplier
countries began to implement their own
Uruguay Round Agreements market
access concessions. For most supplier
countries, this was January 1, 1995;
however, there were six countries that
did not begin to implement their
Uruguay Round concessions until July
1, 1995.

The Uruguay Round concessions and
access commitments on dairy products
have required the United States to make
changes in its system for regulating
imports of dairy products. Under the
prior regime of absolute quotas, an
importer had to obtain a license in order
to import an article of dairy products
subject to a quota; with very limited
exceptions no imports were permitted
without a license. The new tariff-rate
quota system will continue to operate
on the basis of licenses but with a basic
difference. A tariff-rate quota is
essentially a two-tiered tariff system. An
importer that obtains a license may
enter a specified quantity of an article
at the lower, in-quota rate of duty. An
importer without a license will no
longer be precluded from entering an
article; he or she may enter the article,
but will be assessed duty at the higher
over-quota rate.

USDA began to implement the post-
Uruguay Round system when it
published an interim rule on January 6,
1995 (60 Fed. Reg. 1989-1996)
amending Revision 7. That interim rule
added a new Appendix 3 which
specified the quantities of articles of
dairy products that, effective January 1,
1995, had become available for
supplementary licenses during quota
year 1995. The quantities specified
reflected U.S. commitments to those
supplier countries who had
implemented their own Uruguay Round
access commitments on January 1, 1995.
The January 6 interim rule also
established new eligibility requirements
for applicants seeking licenses for non-
cheese articles listed in Appendix 3,
and prescribed methods for allocating
such non-cheese licenses. Finally, the
January 1 interim rule changed various
references in the text of the rule to
reflect the conversion in the U.S. tariff
system from the old Tariff Schedules of
the United States (*“TSUS”’) to the HTS.

On May 2, 1995, USDA published a
second interim rule (60 FR 21425-28),
again amending Revision 7 by revising
Appendix 3 to reflect additional
amounts of dairy products that became
available, effective July 1, 1995, for
supplementary licenses. These increases

implemented U.S. access commitments
to the six countries who had begun to
implement their own access
commitments effective July 1, 1995.

This interim rule again amends
Appendix 3 to reflect additional
quantities of cheese and cheese
products that will be eligible, effective
January 1, 1996, for supplementary
license. These increases reflect the
additional amounts of access required to
fulfill the second year of the six-year
commitment. This interim rule also
changes, from August 1 to October 1, the
first day on which an application for
nonhistorical and supplementary
license may be postmarked to receive
consideration. Finally, it modifies the
eligibility requirements for
supplementary licenses for non-cheese
articles by changing the time period
during which entries or exports of dairy
products have to occur.

Although this interim rule, like the
two previous interim rules, reflects only
modest adjustments in the basis
operation of the dairy products import
system, USDA anticipates that it will
soon propose more fundamental
changes to the system. On June 2, 1994,
USDA published an Advance Notice of
Proposed Rulemaking (59 Fed. Reg.
28495) seeking public comment and
suggestions about ways to operate the
system of dairy product importation.
Subsequently, on March 10, 1995,
USDA held a public hearing at which
interested parties voiced their views and
comments on the current system and
presented their suggestions about
changes or revisions to the system.
Having had the benefit of these public
comments, USDA plans to publish a
proposed rule in the near future.

List of Subjects in 7 CFR Part 6

Agricultural commodities, Cheese,
Dairy products, and Imports.

Interim Rule

Accordingly, 7 CFR Part 6, Subpart—
Tariff-Rate Quotas is amended as
follows:

1. The authority citation is revised to
read as follows:

Authority: Additional U.S. Notes 6, 7, 8,
12, 14, 16-23 and 25 to Chapter 4 and
General Note 15 of the Harmonized Tariff
Schedule of the United States (19 U.S.C.
1202), Pub. L. 97-258, 96 Stat. 1051, as
amended (31 U.S.C. 9701), and secs. 103 and
404, Pub. L. 103-465, 108 Stat. 4819 and
4959 (19 U.S.C. 3513 and 3601).

2. Section 6.25 is amended by revising
paragraph (b)(4), removing paragraph
(c)(2), and redesignating paragraph (c)(3)
as paragraph (c)(2) and revising
redesignated paragraph (c)(2)(ii) to read
as follows:
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§6.25 Eligibility.
* * * * *

(b) * * *

(4) An application will not be
approved if the submission of the
evidence and certifications required to
establish nonhistorical eligibility is
postmarked before October 1 or later
than November 1 of the year preceding
the quota year for which the license is
requested. If October 1 falls on a
Saturday, Sunday, Federal holiday or
day which is not a full workday for the
United States Postal Service,
applications postmarked on October 1
or any subsequent day(s) up to and
including the next full workday for the
United States Postal Service will be
treated the same in determining priority
in the issuance of licenses, in the
issuance of the import licenses.

(C) * * *

(2 * * *

(ii) Providing documentary evidence
that the applicant has made at least two
separate commercial entries or exports
of any dairy product totaling not less
than 38,000 kilograms during the 12
month period ending August 1, 1995; or
at least eight separate commercial
entries or exports totaling not less than
18,000 kilograms, each entry or export
being a minimum of 2,200 kilograms,
with a minimum of two transactions
taking place in each of at least three
quarters of the 12 month period ending
August 1, 1995.

* * * * *

3. Appendix 3 is revised to read as

follows:

Appendix 3—Articles Subject to the
Supplementary Licensing Provisions
of Import Regulation 1, Revision 7,
and Respective Annual Tariff-Rate
Import Quotas for the 1996 Quota
Year

Annual
supple-
: mentar
Avrticle by HTS note number quotay
(kilo-
grams)
Butter (Note 6) ......cccceeecvveevinnnnn. 4,256,311
Dried Skim Milk (Note 7) ......... 1,241,359
Dried Whole Milk (Note 8) ....... 958,125
Butter Substitutes Containing
over 45% by weight of but-
terfat and butteroil (Note 14) 4,000,500
Cheese and substitutes for
cheese (except cheese not
containing cow’s milk and
soft ripened cow’s milk
cheese, cheese (except cot-
tage cheese) containing 0.5
percent or less by weight of
butterfat, and articles within
the scope of other tariff-rate
quotas provided for in this
subchapter) (Note 16) ............ 4,882,000

Appendix 3—Articles Subject to the
Supplementary Licensing Provisions
of Import Regulation 1, Revision 7,
and Respective Annual Tariff-Rate
Import Quotas for the 1996 Quota
Year—Continued

Annual
supple-
- mentar
Article by HTS note number quotay
(kilo-
grams)
Australia ..........cccoeeeniiiinne 833,333
AUSEIIA ovveeeeeiciiieeeecceciis 182,000
Costa Rica ...cceevveevveivinnenee. 1,550,000
Czech Republic . 200,000
EC oo 600,000
Poland ..o 300,000
Slovak Republic ................. 600,000
Switzerland 166,667
Uruguay ......... 250,000
Any Country ......ccccceevvvnnnns 200,000
Blue-mold cheese (except Stil-
ton produced in the United
Kingdom) and cheese and
substitutes for cheese con-
taining, or processed from,
blue-mold cheese (Note 17) .. 176,667
Chile .o 26,667
Czech Republic . 50,000
EC i 100,000

Cheddar cheese, and cheese
and substitutes for cheese
containing, or processed
from, Cheddar cheese (Note
18)

Australia

Chile
Czech Republic
New Zealand ....
Any Country
American-type cheese, includ-
ing Colby, washed curd, and
granular cheese (but not in-
cluding cheddar) and cheese
and substitutes for cheese
containing or processed from
such American-type cheese
(Note 19)
EC

Edam and Gouda cheese, and
cheese and substitutes for
cheese containing, or proc-
essed from, Edam and Gouda
Cheese (Note 20)

Argentina
Austria
Czech Republic

Italian-Type cheeses, made
from cow’s milk (Romano
made from cow’s milk,
Reggiano, Parmesan,
Provolone, Provoletti, Sbrinz,
and Goya not in original
loaves) and cheese and sub-
stitutes for cheese containing,
or processed from, such Ital-
ian-Type cheeses, whether or
not in original loaves (Note
21)

Argentina .
EC

543,333
110,000
133,333
200,000
100,000

4,540,000
1,890,000
233,333

Appendix 3—Articles Subject to the
Supplementary Licensing Provisions
of Import Regulation 1, Revision 7,
and Respective Annual Tariff-Rate
Import Quotas for the 1996 Quota
Year—Continued

Annual
supple-
: mentar
Article by HTS note number quotay
(kilo-
grams)
Uruguay ......cccceeeveeenineennene. 750,000
Hungary ..., 400,000
Poland . ..o, 1,100,000
Romania .......ccccceeeviiiennnnn. 166,667
Swiss and Emmenthaler cheese
other than with eye forma-
tion Gruyere-process, and
cheese and substitutes for
cheese containing, or proc-
essed from such cheese (Note
22). 126,667
Austria ... 26,667
EC oo 100,000
Swiss and Emmenthaler cheese
with eye formation (Note 25) 1,473,333
Austria 73,333
EC .o 233,333
SWeden .....oooccceeiiieniieees 300,000
Switzerland ..........cccceveene 66,667
Czech Republic ................... 400,000

Signed at Washington, D.C. on September
7, 1995.

Dan Glickman,

Secretary of Agriculture.

[FR Doc. 95-22817 Filed 9-11-95; 12:03 pm]
BILLING CODE 3410-01-P

DEPARTMENT OF THE TREASURY

Office of the Comptroller of the
Currency

12 CFR Part 3
[Docket No. 95-22]
RIN 1557-AB14

Risk-Based Capital Requirements—
Small Business Loan Obligations

AGENCY: Office of the Comptroller of the
Currency, Treasury.

ACTION: Interim rule with request for
comments.

SUMMARY: The Office of the Comptroller
of the Currency (OCC) is amending its
risk-based capital standards as required
by section 208 of the Riegle Community
Development and Regulatory
Improvement Act of 1994. The changes
will modify the risk-based capital
treatment of transfers of small business
loans or leases of personal property with
recourse, and are intended to facilitate
such transfers.
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DATES: The interim rule is effective
September 13, 1995. Comments must be
received on or before November 13,
1995.

ADDRESSES: Written comments should
be submitted to Docket No. 95-22.
Communications Division, Third Floor,
Office of the Comptroller of the
Currency, 250 E Street, SW.,
Washington, DC 20219, Fax (202) 874—
5274. Comments will be available for
inspection and photocopying at that
address.

FOR FURTHER INFORMATION CONTACT:
David Thede, Senior Attorney,
Securities and Corporate Practices
Division (202/874-5210); Stephen
Jackson, National Bank Examiner, (202)
874-5070, Office of the Comptroller of
the Currency.

SUPPLEMENTARY INFORMATION: The OCC
is amending its risk-based capital
standards for transfers of small business
obligations with recourse as required by
section 208 of the Riegle Community
Development and Regulatory
Improvement Act of 1994 (the Riegle
Act), 12 U.S.C. 1835. Banks typically
transfer assets with recourse as part of
securitization transactions. Sections
201-210 of the Riegle Act were intended
to increase small business access to
capital by removing impediments in
existing law to the securitization of
small business loans and leases.

Under the OCC’s current risk-based
capital standards, assets transferred
with recourse are reported on the
balance sheet in regulatory reports.
These amounts are thus included in the
calculation of banks’ risk-based capital
and leverage capital ratios.

Section 208 requires the OCC, the
Office of Thrift Supervision, the Federal
Deposit Insurance Corporation, and the
Federal Reserve Board (the Federal
banking agencies) to change this capital
treatment for transfers of small business
loans and leases with recourse. Under
section 208, a bank may hold capital
only against the face amount of a
recourse obligation (rather than the
amount of the asset transferred with
recourse) if the bank establishes a
reserve equal to the bank’s reasonable
estimated liability under the recourse
obligation.t Section 208 limits the
availability of this treatment as follows:

(1) To apply section 208 to a
transaction, a bank must be a ““qualified
insured depository institution’ at the
time of the sale with recourse. A
qualified insured depository institution
must be either well capitalized or, with
the approval of the OCC, adequately

1For purposes of determining a bank’s capital
ratio, the reserve would not be subtracted from the
amount of the recourse obligation.

capitalized (in either case, without
regard to section 208). If an institution
loses its “‘qualified’ status, transactions
completed while the institution was
qualified will continue to receive the
favorable capital treatment.

(2) The total outstanding amount of
recourse retained by a bank with respect
to transfers of small business loans and
leases of personal property and
included in the risk-weighted assets of
the bank as described in section 208
may not exceed 15 percent of the risk-
based capital of the bank, unless the
OCC, by regulation or order, specifies a
greater amount.

Prompt Corrective Action

Section 208(f) states that the capital of
an insured depository institution shall
be computed without regard to section
208 in determining whether the
institution is adequately capitalized,
undercapitalized, significantly
undercapitalized, or critically
undercapitalized under section 38 of the
Federal Deposit Insurance Act (12
U.S.C. 18310). Section 18310 addresses
prompt corrective action.

The caption to section 208(f), “Prompt
Corrective Action Not Affected,” and
the legislative history indicate that
section 208 was not intended to affect
the operation of the prompt corrective
action system. See S. Rep. No. 103-169,
103d Cong., 1st Sess. 38, 69 (1993).
However, the statute does not include
“well capitalized” in the list of capital
categories not affected. The prompt
corrective action system deals primarily
with imposing corrective sanctions on
banks that are less than adequately
capitalized. Therefore, allowing a bank
that is adequately capitalized without
the section 208 treatment 2 to use
section 208 for purposes of determining
whether the bank is well capitalized
generally would not affect the
application of the prompt corrective
action sanctions to the bank. Other
statutes and regulations treat a bank
more favorably if it is well capitalized
as defined under the prompt corrective
action statute, but these provisions are
not part of the prompt corrective action
system of sanctions. Permitting a bank
to be treated as well capitalized for
purposes of these other provisions also

2]t is very unlikely but theoretically possible that
a bank that is undercapitalized without section 208
would become well capitalized if it applied the
treatment in section 208. Because section 208 was
not intended to affect prompt corrective action, and
because allowing an undercapitalized bank to
become well capitalized would affect prompt
corrective action, the OCC interprets section 208
not to allow an undercapitalized bank to use the
capital treatment it describes to become well
capitalized for purposes of prompt corrective
action.

will not affect the imposition of prompt
corrective action sanctions.

There is one provision of the prompt
corrective action system that could be
affected by treating a bank as well
capitalized rather than adequately
capitalized. If the OCC determines that
a bank is in an unsafe or unsound
condition or is engaging in an unsafe or
unsound practice, 12 U.S.C. 18310(g)
authorizes the OCC to require an
adequately capitalized bank (but not a
well capitalized bank) to comply with
certain prompt corrective action
provisions as if the bank were
undercapitalized. Because the text and
legislative history of section 208
indicate that it was not intended to
affect prompt corrective action, the OCC
believes that section 208 does not affect
the capital calculation for purposes of
12 U.S.C. 18310(g), regardless of the
bank’s capital level. (The OCC requests
comment on this conclusion and also
asks that commenters discuss the legal
justification for any alternative
interpretation that they suggest.)

Thus, a bank may use the capital
treatment described in section 208 when
determining whether it is well
capitalized for purposes of prompt
corrective action as well as for other
regulations that reference the well
capitalized capital category.3 A bank
may not use the capital treatment
described in section 208 when
determining whether it is adequately
capitalized, undercapitalized,
significantly undercapitalized, or
critically undercapitalized for purposes
of prompt corrective action or other
regulations that directly or indirectly
reference the prompt corrective action
capital categories.# The banking
agencies will disregard the capital
treatment described in section 208 for
purposes of 12 U.S.C. 18310(g).

The OCC requests comments on all
aspects of this interim rule.

Summary Outline

(1) Which small business obligations
can an institution apply section 208 to?
The answer depends on the capital level
of the bank without considering section
208.

3An institution that is subject to a written
agreement or capital directive as discussed in the
OCC'’s prompt corrective action regulation would
not be considered well capitalized.

4Under section 208, the capital calculation used
to determine whether an institution is well
capitalized differs from the calculation used to
determine whether an institution is adequately
capitalized. As a result, it is possible that an
institution could be well capitalized using one
calculation and adequately capitalized using the
other. In this situation, the institution would be
considered well capitalized.
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(a) Bank is well capitalized without
using section 208: bank is “qualifying
and can apply section 208 to any
transfer of small business obligations
with recourse, up to the 15% of capital
limit.

(b) Bank is adequately capitalized
without using section 208 and has
permission from its regulator: bank is

“qualifying”” and can apply section 208
to any transfer of small business
obligations with recourse, up to the 15%
of capital limit.

(c) Other banks: bank is not
“qualifying” and so cannot apply
section 208 to new obligations.
However, if the bank was qualifying in
the past, it can continue to apply section

208 to obligations arising out of
transfers that occurred during the time
that the bank was qualified.

(2) If a bank has assets that it can
apply section 208 to, for what purposes
can the bank use the section 208
treatment? Again, the answer depends
on the capital level of the bank without
considering section 208.

Capital level

PCA, except
18310(g)

18310(g)

Other laws and

regulations that

do not reference
PCA

Other laws and
regulations that
reference PCA

Well capitalized without using 2081 ...................
Well capitalized using 208 and adequately capitalized without using

208.

Other banks .......cccccoeeviiiiiiieec e

Yes.
Yes.

Yes.

1Most banks currently fall into this category and so would be able to use section 208 for all capital calculations.
2|f a bank is well-capitalized without using section 208, application of section 208 will not affect the status of the bank under 12 U.S.C.

18310(0Q).

Regulatory Flexibility Act

It is hereby certified that this interim
rule will not have a significant
economic impact on a substantial
number of small entities. This
rulemaking is required by statute and
will not affect a bank’s risk-based
capital for Prompt Corrective Action
purposes, regardless of bank size.

Administrative Procedure Act

Section 208(g) requires that the
Federal banking agencies promulgate
rules implementing section 208 no later
than March 22, 1995. The OCC has
determined that the notice and public
participation that are ordinarily
required by the Administrative
Procedure Act (5 U.S.C. 553) before a
regulation may take effect would, in this
case, be impracticable due to the time
constraints imposed by section 208(g).
In addition, in the OCC’s view,
advanced public notice and comment is
unnecessary as the interim rule merely
restates the statute. Further, the interim
rule would permit qualifying
institutions to reduce their capital
levels, thereby providing these
institutions with greater lending
flexibility. Consequently, the added
delay that would result from providing
advance notice and public participation
could adversely affect credit
availability.

The interim rule is immediately
effective upon publication in the
Federal Register. This action is being
taken pursuant to 5 U.S.C. 553(d) of the
Administrative Procedure Act which
permits the waiver of the 30-day
delayed effective date requirement for
good cause or where a rule relieves a
restriction. The OCC views the
limitations of time and the potential loss
of benefit to affected parties during the

pendency of this rulemaking as good
cause to waive the 30-day delayed
effective date. In addition, as the interim
rule relieves a restriction, the 30-day
delayed effective date may be waived.
Nevertheless, the OCC desires to have
the benefit of public comment before
adoption of a final rule. Accordingly,
the OCC invites interested persons to
submit comments during a 60-day
comment period. In adopting a final
rule, the OCC will revise the interim
rule as may be appropriate based on the
comments received.

Executive Order 12866

The OCC has determined that this
interim rule is not a significant
regulatory action under Executive Order
12866.

Unfunded Mandates Act of 1995

Section 202 of the Unfunded
Mandates Act of 1995 (Unfunded
Mandates Act) requires that an agency
prepare a budgetary impact statement
before promulgating a rule that includes
a Federal mandate that may result in the
expenditure by state, local, and tribal
governments, in the aggregate, or by the
private sector, of $100 million or more
in any one year. If a budgetary impact
statement is required, section 205 of the
Unfunded Mandates Act also requires
an agency to identify and consider a
reasonable number of regulatory
alternatives before promulgating a rule.
As discussed in the preamble, the
interim rule authorizes an alternative
method of calculating capital that
permits banks to elect to hold less
capital for certain recourse obligations.
Because the OCC has determined that
the interim rule will not result in
expenditures by state, local, and tribal
governments, or by the private sector, of

more than $100 million in any one year,
the OCC has not prepared a budgetary
impact statement or specifically
addressed the regulatory alternatives
considered.

Paperwork Reduction Act (44 U.S.C.
3501 et seq.) and Regulatory Burden

The OCC has determined that this
interim rule will not increase the
regulatory paperwork burden of national
banks.

Section 302 of the Riegle Act requires
that new regulations and amendments
to regulations that impose additional
reporting, disclosure, or other new
requirements take effect on the first day
of the calendar quarter following
publication of the rule unless, among
other things, the agency determines, for
good cause, that the regulation should
become effective on a day other than the
first day of the next quarter. The OCC
believes that an immediate effective
date is appropriate since the interim
rule relieves a regulatory burden on
qualifying banks that transfer small
business obligations with recourse by
significantly reducing the capital
requirements on such obligations. This
immediate effective date will permit
qualifying institutions to reduce the
amount of capital they must maintain to
support the risk retained in these sales.
Moreover, the OCC does not anticipate
that immediate application of the rule
will present a hardship to qualifying
institutions in terms of compliance.
Also, there is a statutory requirement for
the banking agencies to promulgate final
regulations implementing the provisions
of section 208 by March 22, 1995. For
these reasons, the OCC has determined
that there is sufficient good cause to
provide for an immediate effective date.
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List of Subjects in 12 CFR Part 3

Administrative practice and
procedure, Capital risk, National banks,
Reporting and recordkeeping
requirements.

Authority and Issuance

For the reasons set out in the
preamble, appendix A to part 3 of
chapter | of title 12 of the Code of
Federal Regulations is amended as
follows:

PART 3—MINIMUM CAPITAL RATIOS;
ISSUANCE OF DIRECTIVES

1. The authority citation for part 3
continues to read as follows:

Authority: 12 U.S.C. 93a, 161, 1818,
1828(n), 1828 note, 1831n note, 1835, 3907,
and 3909.

2. In appendix A to part 3, section 3
is amended by adding a new paragraph
(c) to read as follows:

Appendix A To Part 3—Risk-Based
Capital Guidelines

* * * * *

Section 3. Risk Categories/Weights for On-
Balance Assets and Off-Balance Sheet Items.
* * * * *

(c) Alternative Capital Calculation for
Small Business Obligations. (1) Definitions.
For purposes of this section 3(c):

(i) Qualified bank means a bank that:

(A) Is well capitalized as defined in 12 CFR
6.4 without applying the capital treatment
described in this section 3(c), or

(B) Is adequately capitalized as defined in
12 CFR 6.4 without applying the capital
treatment described in this section 3(c) and
has received written permission from the
appropriate district office of the OCC to
apply the capital treatment described in this
section 3(c).

(ii) Recourse has the meaning given to such
term under generally accepted accounting
principles.

(iii) Small business means a business that
meets the criteria for a small business
concern established by the Small Business
Administration in 13 CFR part 121 pursuant
to 15 U.S.C. 632.

(2) Capital and reserve requirements. With
respect to a transfer of a small business loan
or a lease of personal property with recourse
that is a sale under generally accepted
accounting principles, a qualified bank may
elect to apply the following treatment:

(i) The bank establishes and maintains a
non-capital reserve under generally accepted
accounting principles sufficient to meet the
reasonable estimated liability of the bank
under the recourse arrangement;

(ii) For purposes of calculating the bank’s
risk-based capital ratio, the bank includes
only the amount of its retained recourse in
its risk-weighted assets; and

(iii) For purposes of calculating the bank’s
tier 1 leverage ratio, the bank excludes from
its average total consolidated assets the
outstanding principal amount of the small

business loans and leases transferred with
recourse.

(3) Limit on aggregate amount of recourse.
The total outstanding amount of recourse
retained by a qualified bank with respect to
transfers of small business loans and leases
of personal property and included in the risk-
weighted assets of the bank as described in
section 3(c)(2) of this appendix A may not
exceed 15 percent of the bank’s total capital
after adjustments and deductions, unless the
OCC specifies a greater amount by order.

(4) Bank that ceases to be qualified or that
exceeds aggregate limit. If a bank ceases to
be a qualified bank or exceeds the aggregate
limit in section 3(c)(3) of this appendix A,
the bank may continue to apply the capital
treatment described in section 3(c)(2) of this
appendix A to transfers of small business
loans and leases of personal property that
occurred when the bank was qualified and
did not exceed the limit.

(5) Prompt Corrective Action not affected.
(i) A bank shall compute its capital without
regard to this section 3(c) for purposes of
prompt corrective action (12 U.S.C. 18310
and 12 CFR part 6) unless the bank is an
adequately or well capitalized bank (without
applying the capital treatment described in
this section 3(c)) and, after applying the
capital treatment described in this section
3(c), the bank would be well capitalized.

(ii) A bank shall compute its capital
without regard to this section 3(c) for
purposes of 12 U.S.C. 18310(g) regardless of
the bank’s capital level.

* * * * *

Dated: August 28, 1995.
Eugene A. Ludwig,
Comptroller of the Currency.
[FR Doc. 95-22666 Filed 9-12-95; 8:45 am]
BILLING CODE 4810-33-P

DEPARTMENT OF TRANSPORTATION
Federal Aviation Administration

14 CFR Part 25

[Docket No. NM-111; Special Conditions
No. 25-ANM-106]

Special Conditions: Israel Aircraft
Industries Model Galaxy Series
Airplane, High Altitude Operation

AGENCY: Federal Aviation
Administration, DOT.

ACTION: Final special conditions.

SUMMARY: These special conditions are
for the Israel Aircraft Industries (IAl)
Ltd. Model Galaxy airplane. This new
airplane will have an unusual design
feature associated with an unusually
high operating altitude (45,000 feet), for
which the applicable airworthiness
regulations do not contain adequate or
appropriate safety standards. These
special conditions contain the
additional safety standards that the
Administrator considers necessary to

establish a level of safety equivalent to
that established by the existing
airworthiness standards.

EFFECTIVE DATE: October 13, 1995.

FOR FURTHER INFORMATION CONTACT:
Timothy Dulin, FAA, Standardization
Branch, ANM-113, Transport Airplane
Directorate, Aircraft Certification
Service, 1601 Lind Avenue SW.,
Renton, Washington, 98055-4056,
telephone (206)227-2141.

SUPPLEMENTARY INFORMATION:

Background

OnJuly 29, 1992, IAI Ltd., Ben-Gurion
International Airport, 70100, Israel,
applied for a new type certificate in the
transport airplane category for the
Model Galaxy airplane. The IAI Model
Galaxy airplane is a derivative of the IAI
Model 1125 Westwind Astra and is
designed to be a long range, high speed
swept low wing airplane with two aft-
fuselage mounted Pratt & Whitney PW
306A engines and a conventional
empennage.

The type design of the Model Galaxy
contains a number of novel and unusual
design features for an airplane type
certificated under the applicable
provisions of part 25 of the Federal
Aviation Regulations (FAR). Those
features include a high maximum
operating altitude. The applicable
airworthiness requirements do not
contain adequate or appropriate safety
standards for the 1Al Galaxy; therefore,
special conditions are necessary to
establish a level of safety equivalent to
that established in the regulations.

Type Certification Basis

Under the provisions of §21.17 of the
FAR, IAI Ltd. must show that the Galaxy
meets the applicable provisions of part
25, effective February 1, 1965, as
amended by Amendments 25-1 through
25-77. The certification basis may also
include later amendments to part 25
that are not relevant to these special
conditions. In addition, the certification
basis for the Galaxy includes part 34,
effective September 10, 1990, plus any
amendments in effect at the time of
certification, and part 36, effective
December 1, 1969, as amended by
Amendments 36-1 through the
amendment in effect at the time of
certification. These special conditions
form an additional part of the type
certification basis. In addition, the
certification basis may include other
special conditions that are not relevant
to these special conditions.

If the Administrator finds that the
applicable airworthiness regulations
(i.e., part 25, as amended) do not
contain adequate or appropriate safety
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standards for the Galaxy because of a
novel or unusual design feature, special
conditions are prescribed under the
provisions of §21.16 to establish a level
of safety equivalent to that established
in the regulations.

Special conditions, as appropriate, are
issued in accordance with §11.49 of the
FAR after public notice, as required by
88§11.28 and 11.29, and become part of
the type certification basis in
accordance with §21.17(a)(2).

Special conditions are initially
applicable to the model for which they
are issued. Should the type certificate
for that model be amended later to
include any other model that
incorporates the same novel or unusual
design features, the special conditions
would also apply to the other model
under the provisions §21.101(a)(1).

Novel or Unusual Design Feature

The 1Al Galaxy will incorporate an
unusual design feature in that it will be
certified to operate up to an altitude of
45,000 feet.

The FAA considers certification of
transport category airplanes for
operation at altitudes greater than
41,000 feet to be a novel or unusual
feature because current part 25 does not
contain standards to ensure the same
level of safety as that provided during
operation at lower altitudes. Special
conditions have therefore been adopted
to provide adequate standards for
transport category airplanes previously
approved for operation at these high
altitudes, including certain Learjet
models, the Boeing Model 747,
Dassault-Breguet Falcon 900, Canadair
Model 600, Cessna Model 650, Israel
Aircraft Industries Model 1125
Westwind Astra, and Cessna Model 560.
The special conditions for the Learjet
Model 45 are considered the most
applicable to the Galaxy and its
proposed operation and are therefore
use as the basis for the special
conditions described below.

Damage tolerance methods are
proposed to be used to ensure pressure
vessel integrity while operating at the
higher altitudes, in lieu of the 1/2-bay
crack criterion used in some previous
special conditions. Crack growth data
are used to prescribe an inspection
program that should detect cracks before
an opening in the pressure vessel would
allow rapid depressurization. Initial
crack sizes for detection are determined
under § 25.571, as amended by
Amendment 25-72. The maximum
extent of failure and pressure vessel
opening determined from the above
analysis must be demonstrated to
comply with the pressurization section
of the proposed special conditions,

which state that the cabin altitude after
failure must not exceed the cabin
altitude/time curve limits shown in
Figures 3 and 4.

In order to ensure that there is
adequate fresh air for crewmembers to
perform their duties, to provide
reasonable passenger comfort, and to
enable occupants to better withstand the
effects of decompression at high
altitudes, the ventilation system must be
designed to provide 10 cubic feet of
fresh air per minute per person during
normal operations. Therefore, these
special conditions require that
crewmembers and passengers be
provided with 10 cubic feet of fresh air
per minute per person. In addition,
during the development of the
supersonic transport special conditions,
it was noted that certain pressurization
failures resulted in hot ram or bleed air
being used to maintain pressurization.
Such a measure can lead to cabin
temperatures that exceed human
tolerance. Therefore, these special
conditions require airplane interior
temperature limits following probable
and improbable failures.

Continuous flow passenger oxygen
equipment is certificated for use up to
40,000 feet; however, for rapid
decompressions above 34,000 feet,
reverse diffusion leads to low oxygen
partial pressures in the lungs, to the
extent that a small percentage of
passengers may lose useful
consciousness at 35,000 feet. The
percentage increases to an estimated 60
percent at 40,000 feet, even with the use
of the continuous flow system.
Therefore, to prevent permanent
physiological damage, the cabin altitude
must not exceed 25,000 feet for more
than 2 minutes, or 40,000 feet for any
time period. The maximum peak cabin
altitude of 40,000 feet is consistent with
the standards established for previous
certification programs. In addition, at
high altitudes the other aspects of
decompression sickness have a
significant, detrimental effect on pilot
performance (for example, a pilot can be
incapacitated by internal expanding
gases).

Decompression resulting in cabin
altitudes above the 37,000-foot limit
depicted in Figure 4 approaches the
physiological limits of the average
person; therefore every effort must be
made to provide the pilots with
adequate oxygen equipment to
withstand these severe decompressions.
Reducing the time interval between
pressurization failure and the time the
pilot receive oxygen will provide a
safety margin against being
incapacitated and can be accomplished
by the use of mask-mounted regulators.

These special conditions therefore
require pressure demand masks with
mask-mounted regulators for the
flightcrew. This combination of
equipment will provide the best
practical protection for the failures
covered by the special conditions and
for improbable failures not covered by
the special conditions, provided the
cabin altitude is limited.

As discussed above, these special
conditions are applicable to the 1Al
Model Galaxy. Should IAI Ltd. apply at
a later date for a change to the type
certificate to include another model
incorporating the same novel or unusual
design feature, these special conditions
would apply to that model as well
under the provisions of §221.101(a)(1).

Discussion of Comments

Notice of Proposed Special
Conditions No. SC-95—-4—-NM for the
Israel Aircraft Industries Model Galaxy
Series Airplane, was published in the
Federal Register on June 7, 1995 (60 FR
30019). No comments were received.

Conclusion

This action affects only certain design
features on the 1Al Ltd. Model Galaxy
airplane. It is not a rule of general
applicability and affects only the
manufacturer who applied to the FAA
for approval of these features on the
airplane.

List of Subjects in 14 CFR Part 25

Aircraft, Aviation safety, Reporting
and recordkeeping requirements.

The authority citation for these
special conditions is as follows:

Authority: 49 U.S.C. app. 1344, 1348(c),
1352, 1354(a), 1355, 1421 through 1431,
1502, 1651(b)(2), 42 U.S.C. 1857f-10, 4321 et
seq.; E.O. 11514; and 49 U.S.C. 106(g).

The Special Conditions

Accordingly, the following special
conditions are issued as part of the type
certification basis for the Israel Aircraft
Industries, Ltd. Model Galaxy series
airplanes:

Operation to 45,000 Feet

1. Pressure Vessel Integrity.

(a) The maximum extent of failure
and pressure vessel opening that can be
demonstrated to comply with paragraph
4 (Pressurization) of this special
condition must be determined. It must
be demonstrated by crack propagation
and damage tolerance analysis
supported by testing that a larger
opening or a more severe failure than
demonstrated will not occur in normal
operations.

(b) Inspection schedules and
procedures must be established to
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ensure that cracks and normal fuselage
leak rates will not deteriorate to the
extent that an unsafe condition could
exist during normal operation.

2. Ventilation. In lieu of the
requirements of § 25.831(a), the
ventilation system must be designed to
provide a sufficient amount of
uncontaminated air to enable the
crewmembers to perform their duties
without undue discomfort or fatigue,
and to provide reasonable passenger
comfort during normal operating
conditions and also in the event of any
probable failure of any system that
could adversely affect the cabin
ventilating air. For normal operations,
crewmembers and passengers must be
provided with at least 10 cubic feet of
fresh air per minute per person, or the
equivalent in filtered, recirculated air
based on the volume and composition at
the corresponding cabin pressure
altitude of not more than 8,000 feet.

3. Air Conditioning. In addition to the
requirements of § 25.831, paragraphs (b)
through (e), the cabin cooling systems
must be designed to meet the following
conditions during flight above 15,000
feet mean sea level (MSL):

(a) After any probable failure, the
cabin temperature-time history may not
exceed the values shown in Figure 1.

(b) After any improbable failure, the
cabin temperature-time history may not
exceed the values shown in Figure 2.

4. Pressurization. In addition to the
requirements of § 25.841, the following

apply:

(a) The pressurization system, which
includes for this purpose bleed air, air
conditioning, and pressure control
systems, must prevent the cabin altitude
from exceeding the cabin altitude-time
history shown in Figure 3 after each of
the following:

(1) Any probable malfunction or
failure of the pressurization system. the
existence of undetected, latent
malfunctions or failures in conjunction
with probable failures must be
considered.

(2) Any single failure in the
pressurization system, combined with
the occurrence of a leak produced by a
complete loss of a door seal element, or
a fuselage leak through an opening
having an effective area 2.0 times the
effective area that produces the
maximum permissible fuselage leak rate
approved for normal operation,
whichever produces a more severe leak.

(b) The cabin altitude-time history
may not exceed that shown in Figure 4
after each of the following:

(1) The maximum pressure vessel
opening resulting from an initially
detectable crack propagating for a
period encompassing four normal
inspection intervals. Mid-panel cracks
and cracks through skin-stringer and
skin-frame combinations must be
considered.

(2) The pressure vessel opening or
duct failure resulting from probable
damage (failure effect) while under
maximum operating cabin pressure
differential due to a tire burst, engine

rotor burst, loss of antennas or stall
warning vanes, or any probable
equipment failure (bleed air, pressure
control, air conditioning, electrical
source(s), etc.) that affects
pressurization.

(3) Complete loss of thrust from all
engines.

(c) In showing compliance with
paragraphs 4(a) and 4(b) of these special
conditions (Pressurization), it may be
assumed that an emergency descent is
made by approved emergency
procedure. A 17-second crew
recognition and reaction time must be
applied between cabin altitude warning
and the initiation of an emergency
descent.

Note: For the flight evaluation of the rapid
descent, the test article must have the cabin
volume representative of what is expected to
be normal, such that IAIl Ltd. must reduce the
total cabin volume by that which would be
occupied by the furnishings and total number
of people.

5. Oxygen Equipment and Supply.

(a) A continuous flow oxygen system
must be provided for the passengers.

(b) A quick-donning pressure demand
mask with mask-mounted regulator
must be provided for each pilot. Quick-
donning from the stowed position must
be demonstrated to show that the mask
can be withdrawn from stowage and
donned within 5 seconds.

BILLING CODE 4910-13-M
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Figure 3
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NOTE: For figure 3, time starts at the moment cabin altitude exceeds 8,000 feet
during depressurization. If depressurization analysis shows that the cabin altitude
limit of this curve is exceeded, the following alternate limitations apply: After
depressurization, the maximum cabin altitude exceedence is limited to 30,000 feet.
The maximum time the cabin altitude may exceed 25,000 feet is 2 minutes; time
starting when the cabin altitude exceeds 25,000 feet and ending when it returns to
25,000 feet.
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Figure 4
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NOTE: For figure 4 , time starts at the moment cabin altitude exceeds 8,000 feet during
depressurization. If depressurization analysis shows that the cabin altitude limit of this
curve is exceeded, the following alternate limitations apply: After depressurization, the
maximum cabin altitude exceedence is limited to 40,000 feet. The maximum time the
cabin altitude may exceed 25,000 feet is 2 minutes; time starting when the cabin altitude
exceeds 25,000 feet and ending when it returns to 25,000 feet.

Issued in Renton, Washington, on August
31, 1995.

Darrell M. Pederson,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service,
ANM-100.

[FR Doc. 95-22740 Filed 9-12-95; 8:45 am]
BILLING CODE 4910-13-C
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14 CFR Part 39

[Docket No. 95-NM-153-AD; Amendment
39-9366; AD 95-18-52]

Airworthiness Directives; Lockheed
Model L-1011-385 Series Airplanes

AGENCY: Federal Aviation
Administration, DOT.

ACTION: Final rule; request for
comments.

SUMMARY: This document publishes in
the Federal Register an amendment
adopting Airworthiness Directive (AD)
T95-18-52 that was sent previously to
all known U.S. owners and operators of
Lockheed Model L-1011-385 airplanes
by individual telegrams. This AD
requires visual inspections to detect
cracking of the fittings that attach the aft
pressure bulkhead to the fuselage
stringers, replacement of cracked
fittings, and repair of adjacent structure
if found to be cracked. This amendment
is prompted by reports of cracks found
in these fittings. The actions specified
by this AD are intended to prevent
failure of these fittings due to fatigue
cracking; such failure could result in
rapid decompression of the airplane
during flight.

DATES: Effective September 28, 1995, to
all persons except those persons to
whom it was made immediately
effective by telegraphic AD T95-18-52,
issued August 29, 1995, which
contained the requirements of this
amendment.

Comments for inclusion in the Rules
Docket must be received on or before
November 13, 1995.

ADDRESSES: Submit comments in
triplicate to the Federal Aviation
Administration (FAA), Transport
Airplane Directorate, ANM-103,
Attention: Rules Docket No. 95—-NM—
153-AD, 1601 Lind Avenue, SW.,
Renton, Washington 98055-4056.

Information concerning this AD may
be examined at the FAA, Transport
Airplane Directorate, 1601 Lind
Avenue, SW., Renton, Washington; or at
the FAA, Atlanta Aircraft Certification
Office, Small Airplane Directorate,
Campus Building, 1701 Columbia
Avenue, Suite 2-160, College Park,
Georgia.

FOR FURTHER INFORMATION CONTACT:
Thomas B. Peters, Aerospace Engineer,
FAA, Atlanta Aircraft Certification
Office, Small Airplane Directorate,
Campus Building, 1701 Columbia
Avenue, Suite 2-160, College Park,
Georgia 30337-2748; telephone (404)
305-7367; fax (404) 305—7348.
SUPPLEMENTARY INFORMATION: On August
29, 1995, the FAA issued telegraphic

AD T95-18-51, which is applicable to
Lockheed Model L-1011-385 series
airplanes.

The FAA recently received a report
from an operator of Lockheed Model L—
1011-385 series airplanes indicating
that the aft pressure bulkhead on an
airplane failed while it was in flight,
which resulted in rapid decompression
of the airplane. This airplane had
accumulated 52,010 hours time-in-
service and 25,721 total flight cycles.
Investigation revealed that 19 of the
fittings that attach the aft pressure
bulkhead to the fuselage stringers at
stringers 10 through 55 were severed on
this airplane. Additionally, the vertical
leg of the bulkhead outer tee was
cracked between these stringers. The
cause of the cracking of the fittings has
been attributed to fatigue.

Subsequent inspections of 15
additional airplanes in the fleet revealed
cracking in the fittings of 5 of those
airplanes; however, none of those
fittings were severed.

Fatigue cracking, if not detected and
corrected in a timely manner, could lead
to failure of the fittings that attach the
aft pressure bulkhead to the fuselage
stringers, and subsequently could result
in rapid decompression of the airplane
during flight.

Since the unsafe condition described
is likely to exist or develop on other
airplanes of the same type design, the
FAA issued Telegraphic AD T95-18-52
to ensure that cracked fittings are
identified and replaced in a timely
manner. The AD requires a detailed
visual inspection to detect cracking of
the fittings that attach the aft pressure
bulkhead to the fuselage stringers at
stringers 1 through 10 (on the right side
of the airplane) and at stringers 64
through 56 (on the left side of the
airplane). If cracking is found in any
fitting, the fitting must be replaced and
an additional detailed visual inspection
must be performed to detect cracking in
the radius at the lower end of the
vertical leg of the bulkhead T-shaped
frame. If cracking is found in the T-
shaped frame, the cracked frame must
be repaired.

Additionally, if cracking is detected
in the fittings of either stringer 10 or 56,
the fitting(s) in the adjacent outboard
stringer(s) must be inspected until the
fittings are found to be free of cracks.

The detailed visual inspections of the
fittings and necessary follow-on actions
are to be repeated at specified intervals.

This AD also requires that operators
submit, to the FAA, a report of the
findings of their inspections.

This is considered to be interim
action until final action is identified, at

which time the FAA may consider
further rulemaking.

Since it was found that immediate
corrective action was required, notice
and opportunity for prior public
comment thereon were impracticable
and contrary to the public interest, and
good cause existed to make the AD
effective immediately by individual
telegrams issued on August 29, 1995, to
all known U.S. owners and operators of
Lockheed Model L-1011-385 series
airplanes. These conditions still exist,
and the AD is hereby published in the
Federal Register as an amendment to
section 39.13 of the Federal Aviation
Regulations (14 CFR 39.13) to make it
effective to all persons.

Comments Invited

Although this action is in the form of
a final rule that involves requirements
affecting flight safety and, thus, was not
preceded by notice and an opportunity
for public comment, comments are
invited on this rule. Interested persons
are invited to comment on this rule by
submitting such written data, views, or
arguments as they may desire.
Communications shall identify the
Rules Docket number and be submitted
in triplicate to the address specified
under the caption ADDRESSES. All
communications received on or before
the closing date for comments will be
considered, and this rule may be
amended in light of the comments
received. Factual information that
supports the commenter’s ideas and
suggestions is extremely helpful in
evaluating the effectiveness of the AD
action and determining whether
additional rulemaking action would be
needed.

Comments are specifically invited on
the overall regulatory, economic,
environmental, and energy aspects of
the rule that might suggest a need to
modify the rule. All comments
submitted will be available, both before
and after the closing date for comments,
in the Rules Docket for examination by
interested persons. A report that
summarizes each FAA-public contact
concerned with the substance of this AD
will be filed in the Rules Docket.

Commenters wishing the FAA to
acknowledge receipt of their comments
submitted in response to this rule must
submit a self-addressed, stamped
postcard on which the following
statement is made: ‘““Comments to
Docket Number 95-NM-153—-AD.” The
postcard will be date stamped and
returned to the commenter.

The regulations adopted herein will
not have substantial direct effects on the
States, on the relationship between the
national government and the States, or
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on the distribution of power and
responsibilities among the various
levels of government. Therefore, in
accordance with Executive Order 12612,
it is determined that this final rule does
not have sufficient federalism
implications to warrant the preparation
of a Federalism Assessment.

The FAA has determined that this
regulation is an emergency regulation
that must be issued immediately to
correct an unsafe condition in aircraft,
and that it is not a “‘significant
regulatory action” under Executive
Order 12866. It has been determined
further that this action involves an
emergency regulation under DOT
Regulatory Policies and Procedures (44
FR 11034, February 26, 1979). If it is
determined that this emergency
regulation otherwise would be
significant under DOT Regulatory
Policies and Procedures, a final
regulatory evaluation will be prepared
and placed in the Rules Docket. A copy
of it, if filed, may be obtained from the
Rules Docket at the location provided
under the caption ADDRESSES.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Safety.

Adoption of the Amendment

Accordingly, pursuant to the
authority delegated to me by the
Administrator, the Federal Aviation
Administration amends part 39 of the
Federal Aviation Regulations (14 CFR
part 39) as follows:

PART 39—AIRWORTHINESS
DIRECTIVES

1. The authority citation for part 39
continues to read as follows:

Authority: 49 USC 106(g), 40101, 40113,
44701.

§39.13 [Amended]

2. Section 39.13 is amended by
adding the following new airworthiness
directive:

95-18-52 LOCKHEED: Amendment 39—
9366. Docket 95-NM-153-AD.

Applicability: All Model L-1011-385
series airplanes, certificated in any category.

Note 1: This AD applies to each airplane
identified in the preceding applicability
provision, regardless of whether it has been
modified, altered, or repaired in the area
subject to the requirements of this AD. For
airplanes that have been modified, altered, or
repaired so that the performance of the
requirements of this AD is affected, the
owner/operator must use the authority
provided in paragraph (f) of this AD to
request approval from the FAA. This
approval may address either no action, if the
current configuration eliminates the unsafe

condition; or different actions necessary to
address the unsafe condition described in
this AD. Such a request should include an
assessment of the effect of the changed
configuration on the unsafe condition
addressed by this AD. In no case does the
presence of any modification, alteration, or
repair remove any airplane from the
applicability of this AD.

Compliance: Required as indicated, unless
accomplished previously.

To prevent fatigue cracking which could
lead to failure of the fittings that attach the
aft pressure bulkhead to the fuselage
stringers, and could result in rapid
decompression of the airplane during flight,
accomplish the following:

(a) Perform a detailed visual inspection to
detect cracking of the fittings that attach the
aft pressure bulkhead to the fuselage stringers
(hereinafter referred to as “fittings™) at
stringers 1 through 10 (right side) and at
stringers 64 through 56 (left side), at the later
of the times specified in either paragraph
(@)(1) or (a)(2) of this AD.

(1) Prior to the accumulation of 20,000
total flight cycles; or

(2) Within the next 25 flight cycles or 10
days after the effective date of this AD,
whichever occurs earlier.

(b) If cracking is detected in the fitting at
either stringer 10 or stringer 56, prior to
further flight, perform a detailed visual
inspection to detect cracking of the next
adjacent fitting (i.e., at stringer 11 or 55). If
cracking is detected in that fitting, prior to
further flight, perform a detailed visual
inspection to detect cracking of the next
adjacent fitting (i.e., at stringer 12 or 54). If
cracking is detected in that fitting, prior to
further flight, continue to perform detailed
visual inspections to detect cracking of the
next adjacent fitting(s) until such a fitting is
found to be free of cracks.

(c) If any cracked fitting is detected during
the inspections required by either paragraph
(a) or (b) of this AD, prior to further flight,
accomplish the requirements of paragraphs
(c)(1) and (c)(2) of this AD.

(1) Replace the cracked fitting with a new
fitting, or with a serviceable fitting on which
a detailed visual inspection has been
performed previously to detect cracking and
has been found to be free of cracks; and

(2) Perform a detailed visual inspection to
detect cracking in the radius at the lower end
of the vertical leg of the bulkhead T-shaped
frame between the stringer locations on
either side of the stringer having the cracked
fitting. If any cracked T-shaped frame is
detected, prior to further flight, repair in
accordance with a method approved by the
Manager, Atlanta Aircraft Certification
Office, FAA, Small Airplane Directorate.

(d) Repeat the inspections and other
necessary actions required by paragraphs (a),
(b), and (c) of this AD at intervals not to
exceed 1,800 flight cycles or 3,000 flight
hours, whichever occurs earlier.

(e) Within 10 days after accomplishing the
initial inspections required by paragraphs (a)
and (c) of this AD, submit a report of the
inspection results (both positive and negative
findings) to the Manager, Atlanta Aircraft
Certification Office, FAA, Small Airplane
Directorate, Campus Building, 1701

Columbia Avenue, suite 2-160, College Park,
Georgia 30337-2748; telephone (404) 305—
7340; fax (404) 305-7348. The report must
include, at a minimum, the total number of
flight cycles accumulated on the airplane
having the cracked fitting or cracked T-
shaped frame, and identification of the
location on the airplane where the cracked
fitting or T-shaped frame was found, if any.
Information collection requirements
contained in this regulation have been
approved by the Office of Management and
Budget (OMB) under the provisions of the
Paperwork Reduction Act of 1980 (44 U.S.C.
3501 et seq.) and have been assigned OMB
Control Number 2120-0056.

(f) An alternative method of compliance or
adjustment of the compliance time that
provides an acceptable level of safety may be
used if approved by the Manager, Atlanta
Aircraft Certification Office (ACO). Operators
shall submit their requests through an
appropriate FAA Principal Maintenance
Inspector, who may add comments and then
send it to the Manager, Atlanta ACO.

Note 2: Information concerning the
existence of approved alternative methods of
compliance with this AD, if any, may be
obtained from the Atlanta ACO.

(9) Special flight permits may be issued in
accordance with sections 21.197 and 21.199
of the Federal Aviation Regulations (14 CFR
21.197 and 21.199) to operate the airplane to
a location where the requirements of this AD
can be accomplished.

(h) This amendment becomes effective on
September 28, 1995, to all persons except
those persons to whom it was made
immediately effective by telegraphic AD
T95-18-52, issued on August 29, 1995,
which contained the requirements of this
amendment.

Issued in Renton, Washington, on
September 6, 1995.

Darrell M. Pederson,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service.

[FR Doc. 95-22591 Filed 9-12-95; 8:45 am]
BILLING CODE 4910-13-U

DEPARTMENT OF THE TREASURY

Customs Service
RIN 1515-AB78

19 CFR PART 12
[T.D. 95-71]

UNESCO Cultural Property Convention
Signatories

AGENCY: U.S. Customs Service,
Department of the Treasury.
ACTION: Final rule.

SUMMARY: This document amends the
Customs Regulations by republishing
the list of signatory nations to the 1970
United Nations Educational, Scientific
and Cultural Organization Convention
on the Means of Prohibiting and
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Preventing the Ilicit Import, Export and
Transfer of Ownership of Cultural
Property. Because of the dissolution of
the U.S.S.R. and other political changes
in Europe, there have been many
changes to the list in recent years.
Rather than noting each change,
Customs is publishing a new list which
replaces the existing list.

EFFECTIVE DATE: September 13, 1995.
FOR FURTHER INFORMATION CONTACT:
Donnette Rimmer, Intellectual Property
Rights Branch, 202-482—-6960.

SUPPLEMENTARY INFORMATION:
Background

In 1983, the United States enacted the
““Convention on Cultural Property
Implementation Act” (19 U.S.C. 2601 et
seq.) which accepted the 1970 United
Nations Educational Scientific and
Cultural Organization (UNESCO)
Convention on the Means of Prohibiting
and Preventing the Illicit Import, Export
and Transfer of Ownership of Cultural
Property (823 U.N.T.S. 231 (1972)). As
a party to the Convention, the U.S.
actively participates in efforts to
eliminate illicit traffic in cultural
property, that is, items of importance for
archaeology, prehistory, history,
literature, art or science.

When a country ratifies, accepts or
accedes to the Convention, Customs
accords that country all rights and
privileges under the Convention and
adds its name to the list of signatory
countries to provide the public
notification of this fact.

There have been numerous additions
and changes to this list in recent years

with the reunification of Germany (the
reunified state has not acceded to the
Convention, while the former East
Germany had); the dissolution of the
former U.S.S.R.; and other political
changes in eastern Europe. Rather than
noting each change, Customs has
determined to publish a new list of
signatory nations which will replace the
current version in the Customs
Regulations.

Inapplicability of Notice and Delayed
Effective Date

Because this amendment merely
implements a statutory requirement and
involves a matter in which a majority of
the public is not particularly interested,
pursuant to 5 U.S.C. 553(b)(B), no notice
of proposed rulemaking or public
procedure is necessary. For the same
reason, a delayed effective date is
inappropriate.

Regulatory Flexibility Act

This document is not subject to the
provisions of the Regulatory Flexibility
Act (5 U.S.C. 601 et seq.). That Act does
not apply to any regulation such as this
for which a notice of proposed
rulemaking is not required by the
Administrative Procedure Act (5 U.S.C.
551 et seq.), or any other statute.

Executive Order 12866

The amendment does not meet the
criteria for a “‘significant regulatory
action” under E.O. 12866.

Drafting Information

The principal author of this document
is Peter T. Lynch, Regulations Branch,

Office of Regulations and Rulings, U.S.
Customs Service. However, personnel
from other offices participated in its
development.

List of Subjects in 19 CFR Part 12

Customs duties and inspections,
Imports, Cultural property.

Amendment to the Regulations

Part 12 of the Customs Regulations
(19 CFR Part 12), is amended as set forth
below:

PART 12—SPECIAL CLASSES OF
MERCHANDISE

1. The general authority citation for
Part 12 and the relevant specific
authority citation continue to read as
follows:

Authority: 5 U.S.C. 301, 19 U.S.C. 66, 1202
(General Note 20, Harmonized Tariff
Schedule of the United States (HTSUS)),
1624.

* * * * *

8812.104-12.104i also issued under
19 U.S.C. 2612.

* * * * *

2.1n §12.104b, paragraph (a) is
revised to read as follows:

§12.104b State Parties to the Convention.

(a) The following is a list of State
Parties which have deposited an
instrument of ratification, acceptance,
accession or succession, the date of such
deposit and the date of entry into force
for each State Party:

State party

Algeria
Angola
Argentina ..........cceeeeene
Armenia, Republic of ...
Australia
Bangladesh ....
Belarus
Belize
Bolivia

Bosnia-Herzegovina .........cccccceeveeieiineenieeneeene,

Brazil
Bulgaria
Burkina Faso
Cambodia ..........
Cameroon
Canada
Central African Republic
China, People’s Republic of ..
Columbia
Cote d’lvoire
Croatia
Cuba
Cyprus
Czech Republic
Dominican Republic .

Lol U - Uo (o] PSSR

. Date of entry into

Date of deposit force y
June 24, 1974 (R) Sept. 24, 1974.
Nov. 7, 1991 (R) ..... Feb. 7, 1992.
Jan. 11, 1973 (R) .... Apr. 11, 1973.
Sept. 5, 1993 (S) ..... See Note 1.
Oct. 30, 1989 (Ac) ... Jan. 30, 1990.
Dec. 9, 1987 (R) ..... Mar. 9, 1988.
Apr. 28, 1988 (R) .... July 28, 1988.
Jan. 26, 1990 (R) .... Apr. 26, 1990.
Oct. 4, 1976 (R) .eocvevvereennn Jan. 4, 1977.
July 12, 1993 (S) ..covcvveienne See Note 2.
Feb. 16, 1973 (R) .... May 16, 1973.
Sept. 15, 1971 (R) .. Apr. 24, 1972.
Apr. 7, 1987 (R) ......... July 7, 1987.
Sept. 26, 1972 (R) .. Dec. 26, 1972.
May 24, 1972 (R) .... Aug. 24, 1972.
Mar. 28, 1978 (Ac) .. June 28, 1978.
Feb. 1, 1972 (R) ......... May 1, 1972.
Nov. 28, 1989 (Ac) Feb. 28, 1990.
May 24, 1988 (Ac) Aug. 24, 1988.
Oct. 30, 1990 (R) ..ceovvrven Jan. 30, 1991.
July 6, 1992 (S) ..ccvveviiveeennns See Note 2.
Jan. 30, 1980 (R) .... Apr. 30, 1980.
Oct. 19, 1979 (R) .... Jan. 19, 1980.
Mar. 26, 1993 (S) .... See Note 4.
Mar. 7, 1973 (R) ...... June 7, 1973.
Mar. 24, 1971 (Ac) Apr. 24, 1972.
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State party

Date of deposit

Date of entry into

force
[0/ o LSS OURSTRSN Apr. 5, 1973 (AC) .eevvvveenns July 5, 1973.
[ IST= 112 Lo o] PP UO PP PPPPRROPPPTON Feb. 20, 1978 (R) ......cceneee. May 20, 1978.
[CT=To] (o= = 3= o101 o] o ) SRS Nov. 4, 1992 (S) ..ccvccvveenen. See Note 1.
(1 (T= ol OO TP PP PPRTUPPI June 5, 1981 (R) ....ccccveenee Sept. 5, 1981.
(1T =T - USSP Sept. 10, 1992 (AC) ...ccc..... Dec. 10, 1992.
(TN (=] 0T - OO PP PUPT U PPTTOPPIN Jan. 14, 1985 (R) .......cc...... Apr. 14, 1985.
[0 T SRS Mar. 18, 1979 (R) ...c..cccn..... June 18, 1979.
[ (1010 (1] 2= 1= PSP O PP PPPPRROPPPRON Mar. 19, 1979 (R) ...ccoeeeneeee. June 19, 1979.
L L8 T T= LSS OURSTRRN Oct. 23, 1978 (R) ..ocvvvvvenes Jan. 23, 1979.
1< T YOO Jan. 24, 1977 (R) .cocovvune. Apr. 24, 1977.
PSS Jan. 27, 1975 (AC) ....ccceen. Apr. 27, 1975.
1T [T OO U PP PR UPPTRPPP Feb. 12, 1973 (AC) ..oeeeneee. May 12, 1973.
7= SRS Oct. 2, 1978 (R) ovvevcvveeenns Jan. 2, 1979.
[ (o F= 1o LU UPRTRUPPRTP Mar. 15, 1974 (R) ...cceeeneee. June 15, 1974.
Korea, Democratic People’s RepUDBIIC Of .........ccveiiiiiiiiie e May 13, 1983 (R) ...c..eccueeee. Aug. 13, 1983.
Korea, REPUDIIC OF ...ttt e et e e e bt e e e e be e e e enbeeeanes Feb. 14, 1983 (AC) ......c...... May 14, 1983.

Kuwait
Lebanon ...
Libya
Madagascar ...
Mali
Mauritania ...
Mauritius
Mexico .........
Mongolia
Nepal ...........
Nicaragua ....
Niger
Nigeria ...
Oman
Pakistan ...
Panama ....

Poland ...
Portugal .
Qatar ........
Romania .........ccce....
Russian Federation ..
Saudi Arabia
Senegal .............
Slovak Republic
Slovenia, Republic of ..
Spain e,
Sri Lanka .....

SYHA cvveeeiiieeeiee e
Tadjikistan, Republic of .
Tanzania
Tunisia
Turkey ...
Ukraine .....ccccceeevviiinnnnn.
United States of America
Uruguay
Yugoslavia
Zaire ............

June 22, 1972 (Ac) ....

Aug. 25, 1992 (R) ..
Jan. 9, 1973 (R)
June 21, 1989 (R) ..
Apr. 6, 1987 (R)
Apr. 27, 1977 (R) ...
Feb. 27, 1978 (Ac) .

Oct. 4, 1972 (AC) ........
June 23, 1991 (Ac) ....

June 23, 1976 (R) ..
Apr. 19, 1977 (R) ...
Oct. 16, 1972 (R) ...
Jan. 24, 1972 (R) ...
June 2, 1978 (Ac) ..
Apr. 30, 1978 (R) ...
Aug. 13, 1973 (Ac) .
Oct. 24, 1979 (Ac) ..
Jan. 31, 1974 (R) ...
Dec. 9, 1985 (R) ....
Apr. 20, 1977 (Ac) ..
Dec. 6, 1993 (R) ....
Apr. 28, 1988 (R) ...
Sept. 8, 1976 (Ac) ..
Dec. 9, 1984 (R) ...
Mar. 31, 1993 (S) ...
Oct. 10, 1992 (S) ...
Jan. 10, 1986 (R) ...
Apr. 7, 1981 (Ac) ....
Feb. 21, 1975 (Ac) .
Aug. 11, 1992 (S) ...
Aug. 2, 1977 (R) ....
Mar. 10, 1975 (R) ...
Apr. 21, 1981 (R) ...
Apr. 28, 1988 (R) ...
Sept. 2, 1983 (Ac) ..
Aug. 9, 1977 (R) ...
Oct. 3, 1972 (R)
Sept. 23, 1974 (R) .
June 21, 1985 (R)

Sept. 22, 1972.
Nov. 25, 1992.
Apr. 9, 1973.
Sept. 21, 1989.
July 6, 1987.
July 27, 1977
May 27, 1978.
Jan. 4, 1973.
Aug. 23, 1991.
Sept. 23, 1976.
July 19, 1977.
Jan. 16, 1973.
Apr. 24, 1972.
Sept. 2, 1978.
July 30, 1981.
Nov. 13, 1973.
Jan. 24, 1980.
Apr. 30, 1974.
Mar. 9, 1986.
July 20, 1977.
Mar. 6, 1994.
See Note 3.
Dec. 8, 1976.
Mar. 9, 1985.
See Note 4.
See Note 2.
Apr. 10, 1986.
July 7, 1981.
May 21, 1975.
See Note 1.
Nov. 2, 1977.
June 10, 1975.
July 21, 1981.
July 28, 1988.
Dec. 2, 1983.
Nov. 9, 1977.
Jan. 3, 1973.
Dec. 23, 1974.
Sept. 21, 1985.

Code for reading second column: Ratification (R); Acceptance (Ac); Accession (A); Succession (S).

Notes:

1. The Republic of Armenia, the Republic of Georgia, and the Republic of Tadjikistan each deposited a notification of succession in which each
declared itself bound by the Convention as ratified by the USSR on April 28, 1988 and which entered into force on July 28, 1988.

2. Bosnia-Herzegovina, Croatia and the Republic of Slovenia each deposited natification of succession in which each declared itself bound by
the Convention as ratified by Yugoslavia on Oct. 3, 1972 and entered into force on January 3, 1973.

3. The Government of the Russian Federation informed the Director General of UNESCO that the Russian Federation continues without inter-
ruption the participation of the USSR in all UNESCO Conventions. The instrument of ratification was deposited by the former USSR on April 28,

1988. and entered into force on July 28, 1988.

4. The Czech Republic and the Slovak Republic each deposited a notification of succession in which each declared itself bound by the Con-
vention as accepted by Czechoslovakia on Feb. 14, 1977 and which entered into force on May 14, 1977.
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* * * * *

George J. Weise,
Commissioner of Customs.

Approved: August 21, 1995.
Dennis M. O’Connell,

Acting Deputy Assistant Secretary of the
Treasury.

[FR Doc. 95-22644 Filed 9-12-95; 8:45 am]
BILLING CODE 4820-02-P

SOCIAL SECURITY ADMINISTRATION

20 CFR Parts 404 and 416
RIN 0960-AEQ06

Administrative Review Process,
Testing Modifications to Prehearing
Procedures and Decisions by
Adjudication Officers

AGENCY: Social Security Administration
(SSA).
ACTION: Final rules.

SUMMARY: We are amending our rules to
establish authority to test use of an
adjudication officer who, under the Plan
for a New Disability Claim Process
approved by the Commissioner of Social
Security in September 1994 (the
disability redesign plan), would be the
focal point for all prehearing activities
when a request for a hearing before an
administrative law judge (AL)) is filed.
The adjudication officer position is an
integral part of the disability redesign
plan. We expect that our tests of this
position will provide us with sufficient
information to determine the effect of
the position on the hearing process.
These final rules add two new sections
setting out, for purposes of the tests we
will conduct, the responsibilities of the
adjudication officer in connection with
a claim for Social Security or
Supplemental Security Income (SSI)
benefits based on disability. Unless
specified, all other regulations related to
our administrative review process and
the disability determination process
remain unchanged.

EFFECTIVE DATE: September 13, 1995.

FOR FURTHER INFORMATION CONTACT:
Harry J. Short, Legal Assistant, Division
of Regulations and Rulings, Social
Security Administration, 6401 Security
Boulevard, Baltimore, Maryland 21235,
(410) 965-6243.

SUPPLEMENTARY INFORMATION:
Background

The Social Security Administration
(SSA) decides claims for Social Security
benefits under title Il of the Social
Security Act (the Act) and for SSI
benefits under title XVI of the Act in an

administrative review process that
generally consists of four steps.
Claimants who are not satisfied with the
initial determination we make on a
claim may request reconsideration.
Claimants who are not satisfied with our
reconsidered determination may request
a hearing before an ALJ, and claimants
who are dissatisfied with an ALJ’s
decision may request review by the
Appeals Council. Claimants who have
completed these steps and who are not
satisfied with our final decision, may
request judicial review of the decision
in the Federal courts.

Generally, when a claim is filed for
Social Security or SSI benefits based on
disability, a State agency makes the
initial and reconsideration disability
determination for us. A hearing
requested after we have made a
reconsideration determination is held
by an ALJ in one of the 132 hearing
offices we have nationwide.

Applications for Social Security and
SSI benefits based on disability have
risen dramatically in recent years. The
number of new disability claims SSA
received in Fiscal Year (FY) 1994—3.56
million—represented a 40 percent
increase over the number received in FY
1990—2.55 million. Requests for an ALJ
hearing also have increased
dramatically. In FY 1994, our hearing
offices had almost 540,000 hearing
receipts, and the overwhelming majority
of these receipts were related to requests
for a hearing filed by persons claiming
disability benefits. In that year, the
number of hearing receipts we received
exceeded the number of receipts we
received in FY 1990 by more than 70
percent. We expect hearing receipts to
increase to more than 590,000 by the
close of FY 1995.

Despite management initiatives that
resulted in a record increase in ALJ
productivity in FY 1994 and the hiring
of more than 200 new ALJs and more
than 650 new support staff in that year,
the number of cases pending in our
hearing offices has reached
unprecedented levels—more than
480,000 at the end of FY 1994 and more
than 554,000 at the end of July 1995.

In order to process this workload, the
disability redesign plan contains other
changes to the disability determination
process by which SSA plans to decrease
processing times while providing world-
class service. For example, the disability
redesign plan envisions a streamlined
initial disability determination process
which will result in more timely
determinations and the elimination of
the reconsideration step in the
administrative review process for
disability claims. We expect that one
consequence of these initiatives will be

an increase in the number of requests
for hearings filed over the next several
years. In light of these growing
workload expectations, and to process
more efficiently the hearing requests
now pending at our hearing offices, we
are issuing these final rules establishing
the authority to test having an
adjudication officer conduct prehearing
development and, if appropriate, issue a
decision wholly favorable to the
claimant.

We expect that use of an adjudication
officer, as described in our disability
redesign plan, will enable us to ensure
development of a more complete record
and to issue decisions in a more
efficient manner when a request for a
hearing has been filed. We anticipate
that our tests of the adjudication officer
position will provide us with
information regarding the effect use of
an adjudication officer has on the
current hearing process, and how to best
use an adjudication officer under the
redesigned disability process. We will
do this by testing the adjudication
officer position alone and in
combination with one or more of the
tests we are conducting pursuant to the
final rules ““Testing Modifications to the
Disability Determination Procedures,”
which were published in the Federal
Register on April 24, 1995 (60 FR
20023) (to be codified at 20 CFR 404.906
and 416.1406).

We consider testing and subsequently
implementing use of an adjudication
officer to be a high agency priority. It is
a complementary approach to the short-
term disability initiatives we currently
are undertaking. Our short-term
initiatives are designed to process more
efficiently pending requests for hearings
and reduce the number of pending
hearings to 375,000 at the end of
calendar year 1996. One key short-term
initiative is set out in the final
regulations we published in the Federal
Register on June 30, 1995 (60 FR 34126),
which temporarily authorize attorney
advisors in our Office of Hearings and
Appeals (OHA) to conduct certain
prehearing proceedings and, where
appropriate, issue decisions which are
wholly favorable to the claimant and
any other party to the hearing. Our
attorney advisor rules will no longer be
effective on June 30, 1997, unless they
are extended by the Commissioner of
Social Security by publication of a final
rule in the Federal Register. The
principal aim of the final rules
authorizing attorney advisors to conduct
certain proceedings and issue wholly
favorable decisions is to expedite
decisions on pending requests for
hearings. The use of an adjudication
officer is focused on making better use
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of existing resources, so that ongoing
cases are processed more timely and in
a more efficient manner. These final
rules authorizing us to test use of an
adjudication officer will allow us to test
the effect of a process that we expect
will allow us to better manage the
hearing process in the years to come.

We find good cause for dispensing in
this case with the 30-day delay in the
effective date of a substantive rule
provided for by 5 U.S.C. 553(d). As
explained above and in the notice of
proposed rulemaking (NPRM), the
number of hearing requests pending at
OHA has reached unprecedented levels,
and the number of requests for hearings
filed over the next several years is
expected to continue to increase. In
view of the number of pending and
expected hearing requests, the beneficial
effect we expect this rule to have on our
ability to improve our service to
claimants, and the importance we place
on ensuring that we adjudicate claims
timely and accurately, we find that it is
in the public interest to make these final
rules effective upon publication.

Prehearing Procedures Under the
Disability Redesign Plan

On April 15, 1994, SSA published a
notice in the Federal Register (59 FR
18188), setting out a proposal to
reengineer the initial and administrative
review process we use to determine an
individual’s entitlement to Social
Security and SSI benefits based on
disability. Comments on this
comprehensive and far-reaching
proposal were requested, and during the
comment period that began on April 1,
1994, and ended on June 14, 1994, SSA
received, from a broad spectrum of
respondents, over 6,000 written
responses and extensive oral comments.
The commenters expressed their belief
that improvements were needed to
provide better service and to manage the
claims process more effectively. While
some concerns were expressed, the
commenters praised SSA for taking on
the task of redesigning the disability
claim process.

On September 7, 1994, the
Commissioner of Social Security
accepted the revised disability redesign
plan that was submitted for her
approval on June 30, 1994, with the full
understanding that some aspects of the
proposal would require research and
testing. The plan as approved by the
Commissioner was published in the
Federal Register on September 19, 1994
(59 FR 47887).

The plan anticipates a redesigned,
two-step process for deciding Social
Security and SSI claims based on
disability. Under this process, the

claimant will receive an initial
determination, and if the claimant is not
satisfied with this determination he or
she may request an ALJ hearing. When
a hearing is requested in the redesigned
process, the focal point for prehearing
activities will be an adjudication officer
who will work with, among others,
claimants and their representatives.
Adjudication officers will have
authority to make decisions wholly
favorable to the claimant after the
hearing is requested but before it is held
where such decisions are warranted by
the evidence.

The adjudication officer, together
with the claimant and his or her
representative, will have responsibility
for ensuring that claims coming before
ALJs are fully developed. The
procedures outlined in the disability
redesign plan make the best use of the
services of representatives by more
clearly defining the responsibility of
claimants and their representatives to
submit evidence. In addition, we
anticipate that the hearing process will
function more efficiently under the
disability redesign plan because the
adjudication officer will conduct an
informal conference with a claimant’s
representative to identify the issues in
dispute and to prepare proposed written
agreements for the approval of the ALJ
regarding those issues which are not in
dispute and those issues proposed for
hearing. We would not ask a claimant
who does not have a representative to
limit issues prior to the hearing.
However, if the claimant obtains
representation after the adjudication
officer concludes that the case is ready
for a hearing, the ALJ will return the
case to the adjudication officer who will
conduct an informal conference with
the claimant and his representative.

In these final rules we are adding new
88404.943 and 416.1443. These sections
set out, for purposes of the tests we will
conduct, the responsibilities of the
adjudication officer when a request for
an ALJ hearing is filed.

For many years, our hearing offices
have productively used various forms of
prehearing development. We have
conducted tests of a standard prehearing
development process under our existing
regulatory authority. This experience
has given us some information about the
effect the establishment of an
adjudication officer position may have
on the administrative review process.
However, as we believe that further
information will allow us to better
evaluate the effect the position may
have on the administrative review
process, we will begin testing use of the
adjudication officer as soon as possible.
The tests are intended to assess whether

the position meets the goals of the
disability redesign process and whether
it will have an effect on administrative
and program expenditures. We also will
manage closely the tests of the
adjudication officer position to ensure
that the procedures are consistently and
effectively applied at all locations.

In accordance with the goals and
directives of the National Performance
Review’s Reinventing Government
Programs | and 1l, and our disability
redesign plan, the role of the
adjudication officer must be flexible to
make the best use of our available
program resources and also be
consistent with providing world-class
service to our customers. Accordingly,
under these final rules, the adjudication
officer may either be a qualified
employee of SSA or an employee of a
State agency that makes disability
determinations for us. The adjudication
officer may be located in our field
offices or program service centers, in
State agencies that make disability
determinations for us, in OHA, or in our
Regional Office of Program and Integrity
Reviews.

Adjudication Officer Qualifications

The adjudication officer will be
expected to bring relevant experience to
the position, with additional training
provided as may be necessary to
complete the preparation of the
individual to assume the full range of
duties. The adjudication officer must
have a thorough knowledge of the
disability provisions, and be able to
communicate effectively in informal
conferences and in writing. The
adjudication officer must be able to
manage a substantial caseload, review
independently the information in the
claims file, determine the need for
additional evidence, and evaluate the
evidence under the applicable
provisions of the Act, our regulations
and rulings. In addition, the
adjudication officer must be able to
write factually and legally correct
decisions that can be readily understood
by the claimant.

Evaluation of Tests of Prehearing
Procedures and Decisions by
Adjudication Officers

These final rules establish the
authority to test new prehearing
procedures involving use of an
adjudication officer. We plan to test the
procedures in multiple sites, including
our field offices and program service
centers, State agencies that make
disability determination for us, OHA,
and our other regional offices to provide
a means of determining the effect of the
procedures in those sites. Each test will
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involve a representative mix of
geographic areas and caseloads. Before
we commence each test, we will publish
a notice in the Federal Register
designating the test site(s) and duration
of the test. The notice will also describe
when the test will be conducted alone
or in combination with one or more of
the tests we are conducting pursuant to
the final rules “Testing Modifications to
the Disability Determination
Procedures’ which we published in the
Federal Register on April 24, 1995 (60
FR 20023) (to be codified at 20 CFR
404.906 and 416.1406). We will evaluate
test outcomes against the objectives of
the disability redesign:

« |s the process user friendly?

« Does the process maintain a high
level of payment quality?

* Does the process take less time?

 Is the process efficient?

« Does the process result in satisfying
work for employees?

One of the most important aspects of
our evaluation plan is to measure the
effect the procedures used by the
adjudication officer has on overall
disability allowance rates. The
responsibilities of an adjudication
officer are not designed to change the
overall allowance rates. In order to
determine whether the actions taken by
adjudication officers result in
processing improvements consistent
with expected outcomes, we will review
evaluation results on a quarterly basis.
If our evaluation shows that overall
allowance rates increase or decrease
unacceptably, we will cease use of, or
make appropriate adjustments to the
prehearing procedures, consistent with
this regulatory authority.

In the preamble to the final rules on
“Testing Modifications to the Disability
Determination Procedures,” we
indicated that we plan to test the
adjudication officer prehearing
procedures, as well as other aspects of
the disability redesign which do not
require regulatory changes, in
combination with one or more of the
four models described in those final
rules at some test sites. This continues
to be our intention. Such tests will
provide us with a body of information
about each individual part of the
redesign, as well as whether the
combined effect of the redesign meets
our goals of making the disability
process user friendly, more timely and
more accurate and efficient. It will also
provide us with information about
program expenditures in connection
with the overall redesign.

Public Comments

These regulatory provisions were
published in the Federal Register as an

NPRM on June 9, 1995 (60 FR 30482).
We provided the public with a 30-day
comment period. We received 21 letters
in response to this notice from a variety
of sources, including individuals
employed by SSA as attorney advisors
or ALJs, State agencies which make
disability determinations for us,
representatives of legal services
organizations, union representatives,
and a private attorney.

In general, the comments expressed
concerns regarding several aspects of
the proposed rule and requested that we
not promulgate the rule as proposed.
Some comments suggested changes to
the rules, or identified provisions in the
rule that the commenters believed
required clarification. Some of the
comments we received were outside the
scope of the proposed rule, and
therefore have not been addressed. The
substantive comments made by the
commenters and our responses are set
out below. Because some of the
comments were detailed, we condensed,
summarized or paraphrased them. We
have, however, tried to summarize the
commenters’s views accurately and
respond to all of the significant issues
raised by the commenters.

As discussed in our responses to the
comments we received, we have made
some changes to the proposed rule to
clarify certain aspects of the rule.
However, as most of the comments we
received related to issues that we had
considered previously in the
development of the disability redesign
plan, we are issuing these final rules
with no substantive changes.

Comment: A number of commenters
expressed concern that the proposed
rule would change the responsibilities
of claimants and their representatives
for obtaining and submitting evidence.

Response: This is not our intent.
Under the provisions of titles Il and XVI
of the Act and our existing regulations,
a claimant will not be found disabled
unless he or she submits evidence to
support his or her claim for disability
benefits or SSI payments based on
disability. (See sections 223(d)(5)(A)
and 1614(a)(3)(G) of the Act, and 20 CFR
404.704-404.705, 404.935, 404.1512,
404.1514, 416.912(c), and 416.1435).
The claimant’s responsibility regarding
the submission of evidence to support
the claim for benefits is equally the
responsibility of a representative
appointed by the claimant. (See 20 CFR
404.1710, 404.1715, 416.1510 and
416.1515).

The disability redesign plan reflects
the principle of claimant and claimant
representative responsibility in the
submission of evidence while defining
new procedures to promote effective

cooperation between SSA and claimants
and their representatives in ensuring the
development of complete evidentiary
records. The plan makes the best use of
a representative’s services early in the
process, and these final rules do not
impose on claimants or their
representatives significant
responsibilities that they do not
currently have.

Testing use of an adjudication officer
as part of the prehearing procedures we
follow will allow us to assess the extent
to which having an adjudication officer
work with claimants and representatives
in developing complete evidentiary
records will contribute to improved and
more expeditious claims development
and, thereby, a more effective
adjudication process.

Comment: Several commenters stated
that the proposed rule would result in
different treatment of represented and
unrepresented claimants and encourage
representation. Other commenters
thought the proposed rule would
discourage representation.

Response: Like the proposed rule,
these final rules contain slightly
different procedures in two areas—the
development of additional evidence and
the holding of prehearing conferences.
These differences in procedures result
from a claimant’s decision to proceed
without representation. We believe that
the differences in procedures are
warranted in both instances and that
these final rules will not result in unfair
treatment of any claimants. The
procedures reflected in these final rules
also involve a continuance of existing
practices in our hearing offices.

Our intent is neither to encourage nor
discourage representation. Rather, under
these final rules, and as contemplated
by the disability redesign plan, we will
remind the claimant of his or her right
to representation. The information
regarding the right to representation
provided by the adjudication officer is
designed to prevent delays caused by a
lack of understanding of that right and
to encourage the claimant to decide
about the need for representation and
choice of representative as soon as
practicable. In all cases, however, the
adjudication officer retains his
responsibility to ensure complete
evidentiary development with the
claimant and any appointed
representative and will work with the
claimant and/or the representative in
developing evidence. The adjudication
officer will assist unrepresented
claimants and, if necessary, claimant
representatives in securing evidence.
Generally, unrepresented claimants will
more frequently need assistance than
represented claimants. However, all
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claimants will be treated fairly and will
be assisted if necessary in meeting their
obligations to produce evidence. That
approach continues current practices
under which ALJs exercise a heightened
responsibility in assisting unrepresented
claimants.

The adjudication officer and the
claimant’s representative will
participate in an informal conference.
One of the purposes of this informal
conference is to attempt to reach
proposed agreements for the approval of
the ALJ regarding the issues which are
not in dispute and those issues
proposed for the hearing. However, the
adjudication officer may conduct an
informal conference with an
unrepresented claimant, the main
purpose of which will be to explain to
the claimant the issues which may arise
at the hearing. In addition, if a claimant
obtains representation after the
adjudication officer has concluded that
the case is ready for a hearing, the ALJ
will return the case for an informal
conference with the adjudication officer.
Under current practice, personnel in our
OHA hearing offices generally do not
request unrepresented claimants to
participate in prehearing conferences,
and prehearing conferences are
sometimes scheduled after a claimant
who was unrepresented obtains
representation. The final rules do not
contain specific criteria regarding when
an adjudication officer will hold an
informal conference with an
unrepresented claimant so that the
adjudication officer will have some
discretion in this area.

An essential function of the
adjudication officer is to provide a point
of contact for unrepresented claimants
in order to explain the hearing process
and the right to representation. The
adjudication officer also will give
unrepresented claimants referral sources
for obtaining representation and copies
of documents needed in appointing a
representative. Under current practice,
personnel in our OHA hearing offices
remind claimants about their right to
representation and provide information
about referral sources in acknowledging
requests for a hearing. The purpose of
those actions, like the similar actions to
be taken by the adjudication officers, is
to encourage prompt and fully informed
decisions about securing representation.
There is no attempt on our part to
encourage or discourage representation.
Under the redesigned process, as under
the current process, the decision to
proceed with or without representation
will continue to be a decision for the
claimant to make.

Comment: Some commenters thought
that the proposed rule would create a

new step in the administrative review
process, would reduce claimant access
to an ALJ, and delay the adjudication of
claims.

Response: An overriding purpose of
the disability redesign plan is to shorten
and expedite the administrative process.
To reach that goal, the plan
contemplates eventual elimination of
the reconsideration step and the
creation of the adjudication officer
position. Use of an adjudication officer
is not intended to serve as a
replacement for reconsideration, as
some commenters thought. Instead, the
disability redesign plan contemplates
the elimination of reconsideration
because the initial determination will be
the result of a process that ensures a
more fully developed evidentiary record
and provides an opportunity for the
claimant to present additional evidence
at a predecision interview. When a
claimant is dissatisfied with the initial
determination and requests an ALJ
hearing, the adjudication officer’s role
will be to expedite the completion of
any necessary prehearing activities and
to issue, where warranted by the
evidence, a decision which is wholly
favorable to the claimant without the
need for a hearing.

Under these final rules, adjudication
officers will not have authority to deny
claims or to dismiss requests for an ALJ
hearing. The intent of the redesign plan,
and these final rules, is to increase
claimant access to the ALJ by reducing
the time required to receive an ALJ
hearing in cases in which a hearing is
necessary. Moreover, these final rules
preserve a claimant’s right to a hearing
which will be conducted by an ALJ, if
he or she is dissatisfied with the
adjudication officer’s decision.

Comment: Other commenters
expressed concern that the proposed
rule would force ALJs to hear cases that
are improperly developed. These
commenters stated that the ALJ’s
authority to consider additional
evidence or issues should be clarified.

Response: We do not agree with the
commenters’ concerns that these rules
would force ALJs to hear and decide
improperly developed cases. Sections
404.943(b)(4) and 416.1443(b)(4) of the
proposed rule stated that at the point at
which a case is referred for a hearing,
“the administrative law judge conducts
all further hearing proceedings,
including scheduling and holding a
hearing and issuing a decision or
dismissal of your request for a hearing.”
New §8404.943 and 416.1443 do not
deny to an ALJ any authority he or she
may exercise under existing regulations.
In order to make this point clearer,
however, we have clarified in these final

rules that the proceeding an ALJ may
conduct can include the development of
additional evidence.

Comment: Several commenters stated
that the provision of the proposed rule
providing that the case would be
returned to the adjudication officer if
the claimant obtained representation
after the AO concluded that the case
was ready for a hearing, would create
delays and discourage representation.

Response: We do not agree with the
commenters, and it is certainly not our
intent to create delays or to discourage
representation. We believe that this
procedure will enable us to interact
with the claimant’s representative in a
better and more timely manner and that
the AO, working with the claimant’s
representative, will be able to ensure
that the evidentiary record is as
complete as possible prior to the
hearing. By ensuring the development of
a complete record before the hearing, we
intend that this procedure will expedite
both the hearing and the issuance of a
hearing decision.

Comment: A number of commenters
thought that the proposed rule was
purposely vague or unclear on how
certain issues will be handled in the
process, e.g., the return of cases by an
ALJ to an adjudication officer and
whether and how new evidence and
issues could be considered by an ALJ.

Response: As noted above and in the
NPRM (60 FR 30482, 30483), new
88 404.943 and 416.1443 establish
authority to test having an adjudication
officer be the focal point of prehearing
activities, as described in the disability
redesign plan. The redesign plan set
forth a broad description of a new
disability process and of the
adjudication officer position and left
operational, organizational and other
details of the process to be developed
(59 FR 18188). Our intent is not to be
vague or unclear; rather, our intent is to
authorize testing in which detailed
operating procedures may be addressed
and developed incrementally. As noted
above, however, we have clarified in
these final rules that the ALJ may
consider additional evidence, and is not
limited to the record developed by the
claimant, his or her representative and
the adjudication officer. We also have
clarified that the written 